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THE TRUE COST OF THE BUSH DRUG PLAN:
CBO PROJECTS 10 MILLION FEWER BENEFICIARIES ENROLL IN 2006

Spending estimates for the Bush prescription drug program have fluctuated each year
since enactment, and the situation is further complicated by having two sets of estimates — those
from the Administration and those from the Congressional Budget Office (CBO). Both have
* recently revised their 10-year spending estimates for program. CBO lowered its overall cost by
approximately six percent when compared to their estimate from March, 2005. The
Administration has also lowered its estimates.

President Bush and Congressional Republicans claim that private drug plans have
Jowered the projected cost of the program via competition. This is not true. The reduction is
unrelated to the advent of Part D. In fact, several studies suggest that the new private drug plans
are not lowering actual prices much at all.! The decline is due to changes in underlying drug
spending patterns.

More importantly, this attention detracts from the real news in the new estimates from
CBO - their assumption that 10 million fewer people will enroll in the Bush drug plan this year,
relative to estimates from March, 2005.

Why 10-year Costs have Changed

'The reduced 10-year estimates are due to the use of newer data that showed a substantial
slowdown in prescription drug spending prior to the new drug program. Both CBO and the
Administration used changes in the most recent National Health Expenditures (NHE) survey’,
which was based on 2004 data, to derive the new lower estimates, While CBO’s projected
prescription drug growth trend is unchanged, the baseline level of spending has been lowered '
because of the 2004 data.

The NHE analysis published this year examined data from 2004 — two years prior to the
new private drug program. Relative to the last decade, the NHE found a substantial deceleration
in spending for prescription drugs. According to the NHE, growth in retail prescription drug
sales increased 8.2 percent in 2004, the first year of single-digit growth in 10 years. The
slowdown in spending is attributable to a number of actions, none of which are related to private
drug plan competition or Medicare. They include: increased use of generics, increased
substitution of over-the-counter drugs, increased use of mail order, decreased use of certain
drugs due to safety concerns and reduced insurance coverage for certain drugs.

Sharp Decrease in Participation

The Administration’s participation estimates are virtually unchanged from last year.
However, CBO has substantially decreased its participation estimates for 2006.

In the Medicare Fact Sheet from March, 2005, CBO assumed that 34 million
beneficiaries would participate in 2006. According to this year’s Medicare Fact Sheet, which is

based on actual part1c1pat1on CBO assumes that only 24 million will participate in 2006. This is
30 percent drop in ‘pamcmatlon

! Comparison of Medicare Drug Price Analysis (Mar. 2006), House Committee on Government Reform, Minority
Staff; Medicare Drug Plan Prices Are Inereasing Rapidly (Feb. 2006), House Committee on Government
Reform, Minority Staff: Falling Short: Medicare Prescription Drug Plans Offer Meager Savings (Dec. 21,
2005), Families USA; New Medicare Drug Plans Fail to Provide Meaningful Drug Price Discounts (Nov. 2005),
House Committee on Government Reform, Minority Staff.

2 Natioh_al Health Spending In 2004: Recent Slowdown Led By Prescription Drug Spending,
C. Smith et al, Health Affairs, Jan/Feb 2006
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